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industrial plant equipment, private in-
dustry of the United States cannot be
relied upon for needed Government pro-
duction, that agency may provide to
private industry such Government-
owned industrial plant equipment as is
deemed necessary to ensure required
production capability. Requirements
for such equipment should be reviewed
at least annually to ascertain the con-
tinuing need, particularly with a view
toward private industry furnishing the
equipment for long term requirements.

(3) When it is necessary for Federal
agencies to supply Government-owned
industrial plant equipment to private
industry, these agencies will maintain
uniformity and fairness in the arrange-
ments for the use of this equipment by
following regulations for the use of
such equipment as developed and pub-
lished by the Secretary of Defense pur-
suant to section 809 of Public Law 93–
155. The regulations to be developed by
the Secretary of Defense shall be in
consonance with this order. These reg-
ulations will attempt to ensure that no
Government contractor is afforded an
advantage over his competitors and
that Government-owned industrial
plant equipment is maintained prop-
erly and kept immediately available
for the emergency preparedness needs
of the United States.

(b) Interagency use of idle equipment.
In any instances in which a Govern-
ment contractor cannot meet Govern-
ment production schedules because
necessary industrial plant equipment is
not available from private industry or
from the contracting Federal depart-
ment or agency, idle industrial plant
equipment under the control of other
Federal agencies may be made avail-
able for this purpose through existing
authorities on a transfer, loan, or re-
placement basis by interagency agree-
ment.

(c) Availability of equipment for emer-
gency use. Government-owned indus-
trial plant equipment may be provided
by controlling agencies for emergency
use by essential Government contrac-
tors whose facilities have been dam-
aged or destroyed.

(d) Uniform rental rates. All new
agreements entered into by any agency
of the Federal Government under
which private business establishments

are provided with Government-owned
industrial plant equipment shall be
subject to rental rates established by
the Secretary of Defense pursuant to
section 809 of Public Law 93–155. The
rental rates shall ensure a fair and eq-
uitable return to the U.S. Government
and be generally competitive with
commercial rates for like equipment.

(e) Use of Government-owned industrial
plant equipment for commercial (non-Gov-
ernment) purposes. Subject to adequate
controls being established under DOD
regulations pursuant to Public Law 93–
155, and statutory authority for leas-
ing, Government-owned industrial
plant equipment may be authorized for
commercial use by contractors per-
forming contracts or subcontracts for
the Government agency if it is nec-
essary to keep the equipment in a high
state of operational readiness through
regular usage to support the emer-
gency preparedness programs of the
U.S. Government.

§ 327.4 Disputes.

In the event of an interagency dis-
pute about the regulations developed
by the Department of Defense in ac-
cordance with this order, the Director,
Federal Emergency Management Agen-
cy, shall adjudicate.

§ 327.5 Reports.

Such reports of operations under this
order as may be required by the Fed-
eral Emergency Management Agency,
shall be submitted to the Director.
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AUTHORITY: Strategic and Critical Mate-
rials Stock Piling Act, as amended, 50 U.S.C.
98; National Security Act of 1947, as amend-
ed, 50 U.S.C. 404; Defense Production Act of
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SOURCE: 45 FR 44584, July 1, 1980, unless
otherwise noted.

§ 328.1 Purpose.
This part sets forth revised policies

for the administration of strategic and
critical materials stockpiling.

§ 328.2 Policies.
By virtue of the authority vested in

me by Executive Order 11051, the fol-
lowing policies are promulgated to gov-
ern the administration of strategic and
critical materials stockpiling:

(a) General. The strategic stockpile
shall be so administered as to assure
the availability of strategic and criti-
cal materials in times of national
emergency.

(b) Period covered by stockpiling. All
strategic stockpile goals for conven-
tional war shall be limited to meeting
estimated shortages of materials for
the first three years of a war.

(c) Stockpile objectives. Strategic
stockpile goals shall be adequate for
supplies of these materials in time of
national emergency.

(d) Emergency requirements. The re-
quirements estimates for use in times
of national emergency, where appro-
priate, reflect specific requirements to
the extent available. It shall be as-
sumed that the total requirements will
approximate the capacity of industry
to consume, taking into account nec-
essary wartime limitation, conserva-
tion and substitution measures. De-
partments and agencies having respon-
sibilities with regard to requirements
data on stockpile materials shall re-
view such data and provide, upon his
request, the Director of the Federal
Emergency Management Agency with
information as to all significant
changes.

(e) Emergency supplies. Estimates of
supply for the mobilization period shall
be based on readily available capacity
and known resources in the United
States and such other countries as di-
rected by the National Security Coun-
cil. Departments and agencies having
the responsibilities with regard to sup-
ply data on stockpile materials shall
review such data and provide the Direc-
tor of the Federal Emergency Manage-
ment Agency upon his request, with in-
formation as to all significant changes.

(f) Provision for special-property mate-
rials. Arrangements shall be made for
the regular availability of objective
scientific advice to assist in the eval-
uation of prospective needs for high-
temperature and other special-property
materials. Such materials shall be
stockpiled if reasonably firm minimum
requirements indicate the existence of
a supply deficit in the event of an
emergency.

(g) Supply-requirements reviews. The
supply-requirements balance for any
material that is now or may become
important to defense shall be kept
under continuing surveillance. Supply-
requirements data submitted pursuant
to paragraphs (d) and (e) of this section
shall be examined upon receipt. A full-
scale review may be undertaken at any
time that a change is believed to be
taken place that would have a signifi-
cant bearing on the wartime readiness
position. Priority of review shall be
given to materials under procurement.

(h) Procurement policy. Unfilled objec-
tives shall be attained expeditiously by
cash procurement or otherwise as the
Director shall deem appropriate. Long-
term contracts shall contain termi-
nation clauses whenever possible. All
feasible measures for meeting mate-
rials deficits in an emergency shall be
considered. Stockpiling shall be under-
taken only when it is clear that it is
the best solution.

(i) Maintenance of the mobilization
base. A portion of the mobilization base
comprises existing or projected produc-
tive capacity the output of which will
be relied on to fill defense require-
ments. All inventories of Government-
owned materials held for long-term
storage are a part of the mobilization
base and should be weighed in deter-
mining the need for a relevant portion
of the productive segment of the mobi-
lization base. The maintenance of any
portion of the productive segment of
the mobilization base through stock-
pile procurement shall be undertaken
only within unfilled stockpile objec-
tives.

(j) Upgrading to ready usability. In
order to satisfy the initial surge of ab-
normal demands following intensive
mobilization in a period of national
emergency, stockpile objectives of up-
graded forms of such materials shall be
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established for immediate use in such
circumstances. For this purpose a min-
imum readiness inventory shall be pro-
vided near centers of consumption. Ma-
terials in Government inventories may
be upgraded for such stockpiling pur-
poses only when the net cost of such
processing including transportation
and handling is less than the cost of
new material. Materials should be up-
graded to forms which will permit the
greatest use-flexibility. Surplus mate-
rials may be used to pay for the up-
grading of the same or other materials
required to meet objectives providing
that the use of excess materials for
this purpose is in conformance with
disposal criteria.

(k) Beneficiation of subspecification
materials. Subspecification-grade mate-
rials in Government inventories may
be beneficiated within the limits of the
objectives when this can be accom-
plished at less cost than buying new
material.

(l) Cancellation of commitments. Com-
mitments for deliveries to national
stockpile and Defense Production Act
inventories beyond the objectives shall
be canceled or reduced when settle-
ments can be arranged which would be
mutually satisfactory to the supplier
and the Government and which would
not be disruptive to the economy or to
projects essential to the national secu-
rity. Such settlements may take into
account anticipated profits and cover
adjustments for above-market pre-
miums. The settlement of commit-
ments may be made through the pay-
ment of cash or through the use of sur-
plus materials. Responsibility with re-
spect to the settlement of commit-
ments in the light of overall interest of
the Government rests with the Admin-
istrator of General Services who shall
keep other agencies advised and con-
sult with them to the extent appro-
priate.

(m) Retention of other inventories.
Within the limits of unfilled stockpile
objectives, stockpile-grade materials in
the Defense Production Act and the
supplemental stockpile inventories
shall be retained for national stockpile
purposes.

(n) Disposals: (1) The Director of the
Federal Emergency Management Agen-
cy will authorize the disposal of excess

materials only after due regard to: (i)
Avoidance of serious disruption of the
usual markets of producers, processors
and consumers, and (ii) the protection
of the United States against avoidable
loss.

(2) In general, excess materials con-
stitute unneeded assets and shall be
disposed of as expeditiously as possible.

(3) In making such disposals pref-
erence shall be given to materials that
deteriorate, that are likely to become
obsolete, that do not meet quality
standards, or that do not have stock-
pile objectives.

(4) The Administrator of General
Services shall be responsible for dis-
posal of excess materials. He shall ad-
vise the Secretary of State and the ap-
propriate Assistant to the President in
advance on all disposal plans.

(o) Government use. Under such poli-
cies and procedures as the Adminis-
trator of General Services may pre-
scribe, Government agencies which di-
rectly or indirectly use strategic and
critical materials shall fulfill their re-
quirements through the use of mate-
rials in Government inventories that
are excess to the needs thereof. Direct
use means use in a Government-owned
and operated facility and use in a Gov-
ernment-owned facility which is oper-
ated by a contractor for the Govern-
ment. Indirect Government use means
use by prime contractors and all tiers
ofsubcontractors in the production of
items being procured by the Govern-
ment.

§ 328.3 Delegation of authority—Prepa-
ration of reports.

The Administrator of General Serv-
ices shall prepare on behalf of the Di-
rector of the Federal Emergency Man-
agement Agency and forward to him
for transmittal to the Congress reports
as required by the Director.

PART 329—USE OF PRIORITIES AND
ALLOCATION AUTHORITY FOR
FEDERAL SUPPLY CLASSIFICA-
TION (FSC) COMMON USE ITEMS
(DMO–12)

Sec.
329.1 Purpose.
329.2 Policies.
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